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*P.S. NEWELL Toronto 
M.O. SIMPSON Oracle, Arizona 
P.H. SLAUGHTER Clayton, New York 
*H.M. TURNER Toronto 


*Members of Executive Committee 


OFFICERS 

M.O. SIMPSON, JR. President 

B.T.H. KNILL Vice President & Secretary-Treasurer 
P.H. SLAUGHTER Vice President 

K.W. DEARLOVE Controller 


TRANSFER AGENTS AND REGISTRARS 
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Edmonton, Halifax, Montreal, Toronto, Vancouver and Winnipeg 
REGISTRAR AND TRANSFER COMPANY 


34 Exchange Place, Jersey City, N.J. 07302 


AUDITORS 


COOPERS AND LYBRAND 
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THE DIRECTORS’ REPORT 


To the Shareholders of 


COMPRO LIMITED 


Consolidated sales of the continuing operations were $765,010 less than last year. Net earnings were 
$1,126,026 which, after deducting $109,200 dividends on the Preferred Shares, was equal to $1.66 per 
Common Share compared to $1.78 a year ago. 


Working capital decreased by $3,632,155 to $3,015,337 at August 31, 1977. This decrease reflects the 
sale of Fort Garry Industries and Compro-Frink Corporation, both of which were mentioned in last 
year’s report. 


The earnings of the Company continued to be eroded by a combination of market conditions and com- 
pulsory selling price maintenance enforced by the Anti-Inflation Board. As mentioned in the Auditors’ 
Report, and in Note 10 to the Financial Statements, a degree of uncertainty still exists in respect to the 
excess revenue for 1976 and 1977. 


During the year Melson Incorporated completed its purchase of all the remaining outstanding Common 
Shares of the Company. Also during the year the Company purchased for cancellation 2,090 of its 
Cumulative Preferred Shares. 


At present the demand for the Company’s products for 1977/78 is being viewed with concern. The 
reduction in Government funds for the purchase of snow and ice control equipment, coupled with what 
appears to be reluctance on the part of some of the Company’s major customers to make capital 
commitments, could have an adverse effect on profits in the forthcoming year. Hopefully this condition 
will be short-lived and the proper degree of confidence in the future of Canada will be restored. 


The directors of the Company wish to express their appreciation to the officers and employees for their 
efforts during the year. 


On behalf of the Board of Directors 


Chairman 


Toronto 
November 10, 1977 
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CONSOLIDATED BALANCE SHEET as at aucust 31, 1977 


ASSETS 


CURRENT ASSETS 


Income tax refundable 
Inventories (Note 1) 


Prepaid expenses 


NOTE RECEIVABLE (Note 3) 
PREFERRED SHARES — AT COST (Note 3) 


FIXED ASSETS 


Buildings 


Machinery and equipment 


OTHER ASSETS 


— Parent company 


eee eee eee eee eeee 


eee eee eee eee eee eee eee ee 


Cost 
$ 


88,000 
1,518,943 


158,012 


6,765,715 


eo eee eee eee ee eee eee eee see ee see eee 
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Accumulated 


Depreciation 


$ 


904,327 


4,399,493 
5,303,820 


ee 


1977 1976 
$ $ 
496,440 1,057,724 
1,466,211 3,269,413 
105,919 — 
85,041 — 
— 372,416 
3,264,776 6,938,139 
117,817 214,335 
551590; 204 5 et 852,027 
3,559,745 — 
800,000 — 
225,000 — 
1,025,000 _ 
88,000 344,452 
614,616 1,306,639 
159,279 1,287,592 
1,461,895 2,938,683 
30,544 28,494 
11,613,388 14,819,204 
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LIABILITIES 

CURRENT LIABILITIES 
Bank loan (Note 4) 
Accounts payable and accrued liabilities 
Accounts payable — Affiliate 


2 
OPAC SCS GOeeeveseneeec o@ @ 
ed 


Income and other taxes payable 


i 


Portion of long term liabilities due within one year (Note 5) 


eee eeree 


LONG TERM LIABILITIES (Note 5) 


Ce | 


DEFERRED INCOME TAXES 


Ce 


SHAREHOLDERS’ EQUITY (Note 6) 
CAPITAL STOCK 
Authorized — 


200,000 Preferred Shares of the par value of $20 each, 
issuable in series 


1,200,000 Common Shares without nominal or par value 


Issued and fully paid — 
97,910 (1976 — 100,000) $1.10 Cumulative Preferred Shares, 
SeriessA; redeemable at $2150 cect. cna csc aote ee eee 
612-300 Common Shares: 1. crane © cian ee aie ee 
SON UREN BLY SURPLU Sate sistent inca slope fateteles wel ttemiem eine siete wie wateole 


RETAINEDGBARNINGS eis ance 0/60 a's suoltelte le @).oiope a /efevaliot's se:1eljstere: cise nels) sie) euch ores 


Signed on behalf of the Board: 
M.O. SIMPSON, JR., Director 


B.T.H. KNILL, Director 


1977 


7,000 
1,873,714 
12,930 
342,231 


284,992 
2,520,867 


427,565 
327,500 


1,958,200 
157,250 
15,246 


6,206,760 


8,337,456 


11,613,388 


1976 


341,000 
3,931,432 


533,291 


398,812 
5,204,535 


1 208,19) 
325,000 


2,000,000 
157,250 


5,373,624 


7,530,874 


14,819,204 
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CONSOLIDATED STATEMENT OF EARNINGS 


FOR YEAR ENDED AUGUST 31, 1977 


1977 1976 
$ $ 
SALES (Note'2)-% & fan. cisssne kek cco ree Ee en a eee 18,243,632 31,039,644 — 
COSTS 
Cost.of productsisoldi2. eer eee ee a eer 13,327,683 24,054,774 
Advertising 3. 8c). orca fic ale oe ee ee ee res 127,113 195,525 
Selling expenses ee eens ee oe ee atone cra a eres 989,934 1,540,705 
Research and product developments... eee eee ee 94,224 63,309 
Administrative and general expenses...:.-.........--2.00.ss0ees 1,096,257 2,137,077 
Depreciation and amortization. «one ee te he re eee 323,060 456,736 
Remuneration of directors and senior officers (Note 8) ........... 373,318 448,730 
Profit on disposal of facilities no longer required for manufacturing _ (125,562) 
16,331,589 28,771,294 
EARNINGS BEFORE INVESTMENT INCOME, INTEREST & INCOME TAXES .. 1,912,043 2,268,350 
INVESTMENT INCOME 
Parent COMPANY <s)s coe c wORe Me ee eee omaa oe erate 179,873 — 
Dividends and. interest<....<- ace ee ee ee ee ae eee ___ 30,705 — 
210,578 “= 
EARNINGS BEFORE INTEREST AND INCOME TAXES.........2-++eeee0- 2,122,621 2,268,350 
INTEREST EXPENSE 
Long term liabilities; 57: cect ete te eee een eed ree 122,086 214,887 
Batik loans ..:cscas shoei ace stort cae shal a ek SRM ee har enter erenneetere 17,509 986 
139,595 215,873 
EARNINGS: BEFORE, INCOME: TAXES \.%. ate) cise neck sine meer ee ae eee 1,983,026 2,052,477 
INCOME TAXES 
CUITent 8.0. as Se AR es een era Rane Rete ener 819,500 730,000 
Deferred’ 2 oo ei5 oor eos to ee PE ee rer 37,500 125,000 
857,000 855,000 
NET. EARNINGS FORSTHE YEAR 2 sess d cc ctelcoue onre cc cents seater Share 1,126,026 1,197,477 
Per Common Share (after dividends on Preferred Shares) ............. $1.66 $1.78 
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CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


FOR YEAR ENDED AUGUST 31, 1977 


1977 1976 
$ $ 

RETAINED EARNINGS — beginning of year, as previously reported ...... 5,398,624 4,476,468 
Buoy penod adjustment (Note 7). aus. cee eee 25,000 25,000 
5,373,624 4,451,468 
NE mEARNINGS FORSIHE, YEAR. os neu cee pee coca eee. ae 1,126,026 1,197,477 
DIMIDENDS = Preferred. snares e404 oe oa ee ee 109,200 110,000 
Common Sharesiye- ee nec eat: veda ae ree 183,690 165,321 
292,890 Disssei 
833,136 922,156 
RETAINED EARNINGS — end Of Veary, same. «see Sates. Oa cee 6,206,760 5,373,624 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Compro Limited and its wholly owned sub- 
sidiary company as at August 31, 1977 and the consolidated statements of earnings, retained earnings 
and changes in financial position for the year then ended. Our examination included a general review 
of the accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


As set out in Note 10 the company is unable to determine the extent of the corrective action 
which might be required by the Anti-Inflation Board as a result of its excess revenue position. 


In our opinion, subject to the determination of the magnitude of the corrective action, if any, which 
might be required by the Anti-Inflation Board, these consolidated financial statements present fairly 
the financial position of the companies as at August 31, 1977 and the results of their operations and the 
changes in their financial position for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


Coopers & Lybrand 
Toronto, October 31, 1977 Chartered Accountants 
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CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR YEAR ENDED AUGUST 31, 1977 


WORKING CAPITAL PROVIDED BY: 
Operations — 
Net earnings for the'yeari2 5.) son ee ee eee nee 
Add: Charges not requiring an outlay of funds 
Depreciation and amortization cece ee ee eerie: 


Deferred.incometaxeS 3). en ee ee eee 


Disposal of fixed assets = j...c.2s on ee ee ee re 


Sale of operations: — 


Disposal of fixed assets. see ee eee eer eee 1,441,573 
Decreaséin long term abilities a-cpee (1,153,059) 
Decrease in deferred income taxes 7 oe a eee (35,000) 


WORKING CAPITAL APPLIED TO: 

Dividends paid to preferred shareholders ................200000- 
common shareholderse.,- cee 

Additions to fixed assets. 0. aos. cate aera ertiatne rate a cyecenec 

Decrease in long term liabilities. 2. oe et eee 

Investment Sé jx. «0:5 xiii oo cusvore viola eae Ree ees ea eer 

Note and interest receivable arising from sale of operations........ 

Purchase of $1.10 cumulative preferred shares, Series A, 


for cancellation *) ..:22. 2220 -s ee ee ee 


DECREASE (INCREASE) INWORKING CAPITAL... 20.0.0. 005006 cae 


WORKING CAPITAL — beginning of year 


Cy 


WORKING CAPITAL — end of year 


CHG SHSSHCHVUUEBDSC RO ee Kee eee CeCe Oe ee 


1977 


1,126,026 


323,060 


37,500 


1,486,586 


253,514 
1,740,100 


109,200 
183,690 
287,845 
178,171 
1,025,000 
3,559,745 


26,554 


2,050 
5,372,255 


3,632,155 


6,647,492 


3,015,337 


1976 


1,197,477 


457,218 
125,000 


1,779,695 
353,563 


2,133,256 


110,000 
165,321 
1,047,585 
151,334 


_ (58,411) 


1,415,829 


(717,429) 


5,930,063 


6,647,492 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


FOR YEAR ENDED AUGUST 31, 1977 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Accounting policies followed by the company that materially affect the determination of financial 
position and results of operations are as follows: 


Basis of Consolidation 


The accounts of the company and its subsidiary company have been consolidated. 


Inventories 


Inventories are valued at the lower of cost or net realizable value. Cost is determined using either 
average, standard which approximates average cost, or actual. Cost, where applicable, includes 
labour and overhead. 


SE he pg TL. 
$ $ 
These comprise: 
Raw.Materialsa.. .oce Sean mee a awe nee er ee ee 305,419 1,745,576 
Work in Process -.i,...c eee eet ce Comeein: Lohin ts coer ee 1,548,404 1,525,607 
Bimisnied: GOOGE faec tite teks crater ts erent dc enenen cs cae: ereue sate eee 1,410,953 3,666,956 


3,264,776 6,938,139 


Fixed Assets and Depreciation 


Property, plant and equipment are recorded at cost. Depreciation is provided on a straight-line 
basis at the following rates; 

Buildings — 2-1/2% to 5% 

Machinery and Equipment — 10% to 33-1/3% 
When properties are disposed of, the related costs and accumulated depreciation are removed from 
the respective accounts and any profit or loss is recognized currently. 


Income Taxes 


The provision for income taxes in the financial statements relates to the items of income and ex- 
pense included in such statements. To the extent that such items, principally depreciation, are 
recognized in a different period for tax purposes, deferred income taxes are provided to give effect 
to these timing differences. 


Pensions 

The most recent valuations of all pension plans by independent actuaries indicates, at August 31, 
1977, an unfunded past service liability of $470,000, of which $407,000 is actuarially computed to 
have vested, and an experience deficiency of $40,000. The unfunded past service liability is to be 
funded over a further 13 years and the experience deficiency over 3 years. The company has no 
legal liability with regard to the past service obligations including that portion which is vested. 


COMPRO LIMITED AND WHOLLY OWNED SUBSIDIARY COMPANY 


2. CLASSES OF BUSINESS OR PERCENTAGE OF SALES 


a 


3: 


nSize 1976 
Snow.and ice control'equipment....- --4- oe ee ee Cee 45% 34% 
Hydraulic and traction elevators 30... a. 1s oles ere ete a) 17 
Industrial gears and speed reducers 2235.24: 5-2 eee 39 ZS 
Truck parts; equipment and service ees -45 ee ee Pees Ean — 13 
Other (including roll coverings, rubber linings, and miscellaneous 
steel fabrication) ss si6.c.< sec Peele inaae ie eee ee eee ee 11 11 
100% 100% 


SALE OF OPERATIONS 

On November 1, 1976 the company sold to its parent company its subsidiary, Compro-Frink 
Corporation, for what management believes to be its fair market value. No profit or loss was 
realized on the sale. The company received as consideration a term note in the amount of 
U.S. $3,382,270 bearing interest at 6% per annum and repayable, including interest, in annual in- 
stalments from 1979 to 1988. The unrealized exchange gain on this note at August 31, 1977 was 
$253,000, none of which has been taken into income. 


Interest of $177,475 has accrued to August 31, 1977 and is included with the note receivable on 
the balance sheet. 


In January 1977 the company subscribed for U.S. $800,000 of preference shares of Compro-Frink 
Corporation entitled to non-cumulative dividends of 8% per annum. 


The company also sold its Fort Garry Industries Division for its net book value at August 31, 1976 
of $1,118,000 for which it received cash of $893,000 and 6% cumulative redeemable preference 
shares of the acquiring company with a par value of $225,000. 


. BANK LOANS 


$657,000 of the bank loans including term bank loans at August 31, 1977 have been secured by a 
floating charge debenture on the company’s assets and by pledging inventories and trade accounts 
receivable of the company and its subsidiary. 


LONG TERM LIABILITIES 


Portion due 
within 
Long Term one year 
$ $ 
Term bank loans — scheduled for repayment at varying amounts 
per year to August 31, 1980 (secured: Note 4)................... 400,000 250,000 
Equipment financing... .cs se sence ee ee 27,565 34,992 
427,565 284,992 
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6. 


10. 


CAPITAL STOCK 

During the year the company purchased for cancellation on the open market 2,090 $1.10 cumulative 
preferred shares, Series A, with a par value of $41,800. The difference between the par value and the 
amount paid for these shares ($15,246) has been shown as contributed surplus. Retained earnings 
include $41,800 set aside by the directors as required by law. 


. PRIOR PERIOD ADJUSTMENT 


During the year the company arrived at a settlement with the Internal Revenue Service concerning 
its examination of a former subsidiary of the company. The examination, which was in respect of 
the 3 years prior to the subsidiary’s sale in 1965, was settled for $25,000. 


This amount represents an adjustment of the original sale price and accordingly has been recorded 
as a prior period adjustment. 


. INFORMATION RE DIRECTORS AND OFFICERS 


The company has seven directors whose aggregate remuneration as directors was $7,204, all of 
which was paid by the company. The company had five officers (including one who was a past 
officer) whose aggregate remuneration was $230,639 (1976, $462,148) of which $24,360 (1976, 
$260,648) was paid to October 31, 1976 by Compro-Frink Corporation which was a wholly-owned 
subsidiary until that date. Three of these officers are also directors. 


. LONG TERM COMMITMENTS 


Annual rental on long term leases of real property and equipment are $104,250. Such leases expire 
at varying dates before 1983. 


ANTI-INFLATION ACT 

The company and its Canadian subsidiary are subject to restraint of prices, profit margins, com- 
pensation and dividends under the terms of the Anti-Inflation Act and Regulations which became 
effective October 14, 1975. Calculations in accordance with the Anti-Inflation Regulations indicate 
that the company was in an excess revenue position in both 1976 and 1977 for certain of its product 
lines. Despite the company’s policy of price maintenance, which is in accordance with the Board’s 
requirements, and prolonged discussions with the Board, the company is still not in a position to 
estimate the effect of any corrective action which the Board may require the company to take in 
respect of its excess revenue position. Accordingly, no provision has been made in the accounts for 
the possible effects on the company’s financial position of such corrective action. 


In accordance with the Anti-Inflation Regulations the amount of dividends which the company 
can declare or pay on its common shares prior to October 14, 1978 is limited to $191,668. 
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COMPRO LIMITED 


365 Evans Avenue 
Toronto, Ontario M8Z 1K2 


DIVISION 


HAMILTON GEAR AND MACHINE COMPANY 
Toronto, Ontario; Montreal, Quebec and Vancouver, B.C. 


SUBSIDIARY 
C.E.P. INDUSTRIES LIMITED 


EASTERN STEEL PRODUCTS 
Cambridge and Mississauga, Ontario and Montreal, Quebec 


FRINK CANADA 
Cambridge and Mississauga, Ontario and Montreal, Quebec 


AFFILIATED COMPANY 


COMPRO-FRINK CORPORATION 


FRINK SNO-PLOWS 
Clayton, New York 


SOUTHEASTERN-WESTBROOK ELEVATOR 
Atlanta, Georgia and Danville, Virginia 


PARENT COMPANY 


MELSON INCORPORATED 
Scottsdale, Arizona 


AR46 


if Sy > I 
¥COMPRO 


— 


CA 


; COMPRO 
\ LIMITED , “S ov 


INTERIM REPORT A777 

COMPRO 
TO SHAREHOLDERS = 
FOR THE SIX MONTHS 


ENDED FEBRUARY 28, 1977 


COMPRO LIMITED 


To the Shareholders: 

The 1976 figures include certain operations that were sold earlier in the fiscal year. Sales of $10,828,094 and earn- 
ings of $859,800 or $1.31 per common share from the continuing operations compare favourably with the results 
from these operations for the same period a year ago. Working capital was $3,342,465 at February 28, 1977. 

The decline in the rate of incoming orders has reduced the backlog position of the company by $1,600,000.com- 
pared to a year ago. If this trend continues future sales and earnings will be adversely affected. 


M.O. Simpson, Jr. 
April 13, 1977 Chairman and President. 
INTERIM CONSOLIDATED STATEMENT OF EARNINGS 
(Unaudited) 
FOR THE SIX MONTHS ENDED FEBRUARY 28, 1977 Feb. 28 Feb. 28 
1977 1976 
$ $ 
C1 0 ne eae en er ar ASO cm Wong cod Nop Knutaudds voce bognce sn] 10,828,094 16,676,486 
EARNINGS BEFORE PROFIT ON SALE OF DANVILLE PROPERTY AND INCOME TAXES ..........-- 1,567,705 1,672,201 
ESTIMATED INCOME TAXES. 4.0 0-0 0: 06,018 (0 che. # ous 6 orereicheusiateree| fle cio ah averaters ete tal retere tarattateee rare 707,905 752,601 
859,800 919,600 
PROFIT, AFTER TAXES, ON SALE OF DANVILLE PROPERTY... ....-.-ceececcecceccecceceeces _ 123,000 
NET EARNINGS FOR THE PERIOD «5.0: s:siaaiois 0 0 4.aien. cies srele sieieloeteieba eieieiors alacete ercheteetetnerae 859,800 1,042,600 
EARNINGS PER COMMON SHARE (after dividends on Preferred Shares) ...............+0- $1.31 $1.61 
INTERIM CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
(Unaudited) 
FOR THE SIX MONTHS ENDED FEBRUARY 28, 1977 
WORKING CAPITAL PROVIDED BY: 
Operations 
Earnings for the period ..3..5..5.6. 0c. se = oa.6 esneean abn eceiera| srenoreiene oheene tie tere te eaereretee eters 859,800 1,042,600 
Depreciation provided « «36's 5.6 Sle os. c's ese en mie eters | eaters ener aleve ieee eter ennai 189,805 222,641 
1,049,605 1,265,241 
Sale of Fort Garry Industries and Compro-Frink Corporation ....................- 1,435,663 _ 
Sale of Danville Property sic i:0.0.5e:5.0:5 5 ore sserets lersteteto ts |pretenener crete ai ekctere ane Nere apenenneetatate — 137,269 


2,485,268 1,402,510 
WORKING CAPITAL APPLIED TO: 


Dividends paid to preferred shareholders)... = oe jcrsiete «| uskemieciorsieneetctereiere renee ye ene ; 55,000 55,000 
Dividends paid to:;common shareholders 77.2... cele «cle «| -ietererelstelere eiaieisteetelsiererelensi ote 183,690 165,321 
Additions to fixed assets:\: 0%. sc. sscvovsvs 6 cieiers «eran ere etetene » | SemeMEE ne ene eet eee 76,450 431,350 
Net decrease (increase) in long term liabilities... omer: -|reieeisieineteieea siete ierereiaiereaitets 1,092,885 182,520 
Investment in affiliated'company. © .c).2--01. cece « sine ole «| steneusnetelereter er ateperete ten tetra 800,000 — 
Preferred shares and notes taken back on disposal of operations..............+++++- 3,607,270 -- 
5,815,295 834,191 
(DECREASE) INCREASE in working capital. 222. ..1 «.- cso +|e amerecietereisieisieieneteiaienetaner states (3,330,027) 568,319 
WORKING CAPITAL at beginning Of year <5 ..cjciaec cc cic « <selere «| Sterale oie steree i ierel erent arene 6,672,492 5,955,063 
WORKING CAPITAL at end Of period 25 ic. «0.5.2 o1ase< smelt a ws| aie eicleetaiere a etererererer tere nearer 3,342,465 6,523,382 
CURRENT ASSETS. ..0. «6:35 6) c:s-0. a1 0.0, oversee wioreraris slleretereie ei ete eel akenReetenere tetas taiette tne nen eeeteneneae 6,406,765 11,645,786 
CURRENT LIABILITIES 15) 5, 6:4) «.¢: 5.06: 9:0 a: 015 16 6,000.9 6 O.ale ae lap h ore. 6i | eter ene ate Tee nen eT ene 3,064,300 5,122,404 


3,342,465 6,523,382 


